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January 23, 2020

By: Email

Re: (- i Lt Ruling
Dear I

I am writing in response to your letter dated December 7, 2016 (“Request™) (copy attached),
requesting a private letter ruling (“PLR”) concerning the application of the Chicago Personal
Property Lease Transaction Tax (“Lease Tax”), Chapter 3-32 of the Municipal Code of
Chicago (“Code”), to the [l and [ - <<ts (‘T
services offered by [ N (/- ) (hcrcaficr TR )-

Based on the facts set forth in your Request, along with our subsequent communications,
including the demonstrations we attended at your offices on March 14, 2019 and October

30, 2019, we find that the charges for [Jjjjij and [ 21< subject to the Lease

Tax.

The Lease Tax ordinance defines a nonpossessory computer lease as “a nonpossessory lease
in which the customer obtains access to the provider's computer and uses the computer and
its software to input, modify or retrieve data or information, in each case without the
intervention (other than de minimis intervention) of personnel acting on behalf of the
provider.” Code Section 3-32-020(I). A customer that subscribes to [Jjjjj and/or
B obiains access to [Jil)’s computer and uses the computer and its
software to input, modify or retrieve data or information. This meets the definition of a
nonpossessory computer lease.

This leaves the question of whether [l o I ov2lifics for Exemption 11,

which exempts “the nonpossessory lease of a computer in which the customer's use or
| control of the provider's computer is de minimis and the related charge is predominantly for
[ information transferred to the customer rather than for the customer's use or control of the
| computer, such as the nonpossessory lease of a computer to receive either current price
quotations or other information having a fleeting or transitory character.” Code Section 3-
32-050(A)(11).

Exemption 11 is discussed in Lease Tax Ruling #12, which states in pertinent part:
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Passive access to information is an exempt use of the provider’s computer. In the case
of a stock market "ticker-tape," where the customer simply receives the one-way
dissemination of a scrolling list of current stock prices for a set group of businesses. In
that case, the customer's use of the provider's computer is de minimis, as there is no
search function (or at most a single or infrequent "channel” selection), and the charge is
predominantly for information transferred to the customer (in the form of one-way
"streaming"). Ruling #12 par. 10.

It is our understanding that a customer who subscribes to[ji receives access to the [ database.
which includes information, analytics and news about all major financial markets. The customer can
customize “on the front end” the type and scope of data that the customer wishes to retrieve from the
database based on what is most relevant to its business and to conduct research using the available
information. The customer’s ability to search for and retrieve specific data based on its individual
needs constitutes more than a de minimis use. Especially in view of the rule that exemptions are to be
narrowly construed, it is our judgment that i does not qualify for Exemption 11.

I ik vise gives customers access to various delayed and real-time market information,
company-specific information, news, statistics and analytics and alerts. Customers have the ability to
obtain the information relevant to their business, including blocking and selecting various tickers, and
through full text searching of real-time news. As with [, the B s s qbility to
retrieve specific data based on its individual needs constitutes more than a de minimis use. It is our

judgment that || docs not qualify for Exemption 11.

This PLR is based on the text of the Lease Tax ordinance as of the date of this letter and the facts as
represented in the Request being true. The opinions contained herein are expressly intended to
constitute written advice that may be relied upon pursuant to Code Section 3-4-325. Please be advised,
however, that pursuant to Uniform Revenue Procedures Ordinance Ruling #3, Section 12, reliance on
written advice in a PLR that is ten or more years old shall be deemed not reasonable unless ratified in
writing by the Corporation Counsel’s Office.

Ve I your§,

Weston W. Hanscom

cc:  Elaine Herman, Department of Finance
Brian Carlson, Department of Finance




Telephone
Fax

December 7, 2016

Ms. Elaine Herman

Supervisor of Tax Policy

Chicago Department of Finance
333 South State Street, Suite 300
Chicago, IL 60604-3977

Dear Ms. Herman:

On behalf of our C"e”t'm' (‘Company”), | EEEE r<soectiully requests
the Chicago Department of Finance (the "Department”) to issue a letter ruling (“ruling”) with respect to the

following factual situation.

The Company is in the business of providing its customers with market related information. We are requesting
a ruling on behalf of Company as to whether its service offerings, and Markets, are
subject to the Personal Property Lease Transaction Tax (‘PPL . The Company and ould like to
reserve the opportunity to discuss preliminary responses prior to the issuance of conclusions by the Department.

General Information

1. Enclosed please find a copy of the Power of Attorney and Declaration of Representative, authorizing [l
to represent the Company before the Department (attached as Exhibit A). The original Power of Attorney and
Declaration of Representative is on file with the Department in conjunction with the ongoing audit.

2. This ruling is not requested with regard to hypothetical or alternative proposed transactions. This ruling is
requested to determine the PPLTT consequences of the actual business practices of the Company.

3. The Company is not currently engaged in litigation with the Department with regard to this or any other tax
matter.

4. To the best knowledge of the Company’s personnel, the Department has not previously ruled regarding this
matter for the Company. In addition, the Company previously has not submitted the same or similar issue to
the Department.

The Company requests that certain information be deleted from the ruling prior to dissemination to others.
The Company requests deletion of its name, business product names, addresses, locations of facilities,
description of facilities, and the name of its representative.

o

6. The Company knows of no authority contrary to the authorities referred to and cited below.



Statement of Material Facts

Company, through its aﬁiliate-*:r primarily derives revenue by providing its
customers with market retated information. The information can take many forms (stock prices, commodity prices,
relating to domestic or foreign entities, for current or historic periods, be market focused or industry focused, etc.)
and is continually being updated. Company's clients often buy these information services in bundles. Each bundle
contains various information subscription modules, but nearly all bundles contain some kind of real time market
price guotation module. Company operates globally and is headquartered outside of Illinois, but maintains an
office in the city of Chicago and many of its subscribers are in the city of Chicago. Company licenses very little
delivered software and virtually all of its revenue is currently derived from provision of information which is
accessed remotely by its customers who use their own devices (computers, phones, tablets, etc.) to access
content to which they have subscribed. In order to access these information services, users must download
Company’s front end software (e.g., an API, applet, desktop agent, etc.).

Atissue in the present ruling request are Company's [ N = = kets

service offerings.

& ¥
Designed for financial professionals seeking to profit from trading and investment opportunities around the
globe, jJJij delivers a combination of information, analytics, and exclusive news on financial markets. [ ]
covers all major financial markets (e.g., equity, fixed income, commodities, foreign exchange, etc.) and
provides effective compliance and risk management, investment management, and wealth management
solutions. From desktop or mobile devices, users can instantly connect to new and emerging markets, deep
and varied pools of liquidity, professional networks, and expert support. [JJjj provides comprehensive
financial analysis through which users can discover more opportunities and make crucial decisions with

confidence.

Users customize their experience in [Jjj on the front-end to provide the information most relevant to them.
After downloading and installing the application interface, users configure [Jjjjjj to display the data, news, and
other information that relates to markets or asset classes relevant to their business. Company then continually
pushes this selected information and news to the users. The base subscription includes access to a variety of
analytical content, news, and tools. Users are charged a flat fee for access to [Jjjj. though additional add-ons
are available for a separate fee (e.g., third party news sources and private equity benchmarking). Provided
below is a summary of the information/tools included with JJjjjJj. A detailed, itemized listing of the services is
also attached as Exhibit B.

Il brings together information from trusted sources for a variety of markets, including equities, commodities,
fixed income, and foreign exchange/money markets. ] delivers global, multi-asset pricing data covering
[l currencies with data from JJjjjjjj contributing sources.

Il includes advanced research capabilities. With over[j million items available, Il uses extensive
tagging and cross-reference capabilities to present faceted views, delivering relevant results to users to
increase productivity. JJjij also provides access to embargoed research reports and sources.

Il has the broadest and deepest company data available, with significant drill-down detail. With over[j}
years' experience in first-hand collection across [jjjjj countries, users can obtain information for lP6 of the
global market capitalization; [Jjij exchanges in jjjjjj countries; JJjjiij active companies; and i inactive
companies,



Il s rowerful charting tools help users quickly grasp and act on large amounts of information. Charts are
seamlessly integrated with search and other core capabilities, giving users desktop and mobile access to
unique analysis and faster functionality.

With i}, users have access to [Jjij rews service. [l offers real-time and historical financial news,
information, and analysis spanning every global asset class, including foreign exchange, fixed income, equities,
commodities, alternative investments, and real estate. || is 2 news analysis and filtering
service which provides a concise description of crucial, market-moving company news and events. Going
beyond breaking news, IMlllprovides in-depth commentary and analysis on market news. [l
supplements its ] News service with a wealth of third party news and information, with overjjjjj real-time
streaming news sources and news wires, and over [Jjjjjj near real-time archived sources. These third party
sources offer global and local news, encompassing business, economic, political and industry content.

Il 2'so provides access to [ NG -stinates, a comprehensive

database of over Jjjjjjiij 2nalyst estimates. Providing a wide breadth of coverage, [l sets the standard for
financial estimates with analyst detail, consensus, and aggregate data. This covers estimates for over N
companies across [ countries. Users can gain advantage on their competitors with |
I - oredictive analytics program which ranks each analyst's performance based on a unique,
patented method.

Il 2'so comes bundled with a communication system, [Jjjj Messenger. ] Messenger allows users to
send secure instant messages as well as live data, charts, and analytics. This network is open to any
participant in the financial industry and there is no need to be a_ customer or-
subseriber. Messenger warks across multiple chat platforms (e.g., Yahoo, AOL, MSN, etc.).

Il A dditional Paid Add-On Services
In addition to the base product, - offers several add-on services for an additional fee. These services can

either be billed separately to the customer by i} 2s @ separate line item on the invoice or directly by the
Exchange provider.

One add-on includes access to additional third party news sources (e.g.,  ENcGcTcTcTNTNENENEGEGEGEGEGEGEGNGGN -

purchasing these news services as an add-on rather than directly from the provider, users can view the news
feeds in the i p'atform.

The Add-On provides advanced screening and reporting
on over [Jjjjij funds globally on numerous Asset Classes ranging from Venture Capital to Fund of Funds. This
add-on allows users to build more meaningful and timely private equity benchmarks. Benchmarks are based
on one of the industry’s largest institutional quality datasets, with all data directly sourced from contributing fund
managers' financial statements and subjected to additional layers of rigorous quality control. Users receive a
full range and depth of additional data modes, report types and fund criteria options to perform a more
powerful, customized analysis. Built-in time-saving tools and features help users execute tasks quicker and
make for more efficient workflows day-to-day.

W
I 2'iows users to stay on top of the global markets with a complete and powerful collection of data and
decision support tools designed for financial advisors. - integrates news from a global network of
journalists, research, and analytics so users get the right information to deliver personalized and timely advice



I ='ows users to access delayed and real-time quotes and interactive charts, access to over JJjjjj news
sources, summary-level estimates and fundamentals, company-specific information, broad market statistics
and analytics, and productivity tools including alerts. These flexible tools give users: real-time quotes and
streaming ticker, market monitors; a first call events calendar; information on industry groups and sectors: the
ability to block and select tickers; interactive charting; market indices; market and business pulse; real-time
news with scrolling headlines and full-text search; trades and quotes with volume-weighted average price
(“VWAP"), and historical data that goes back 30 years.

Users can also tailor their experience with a variety of complementary tools and content. These optional real-
time tools include: access to [Jjjjj News. Stock Reports+, financial calculators, access to the last 5 years of
deals data of M&A transactions, and more.

Ruling Requested

On behalf of the Company, we respectfully request the Department to rule that Company'sq andF
m service offerings are not subject to the PPLTT as they are subject to the state’s Service

ccupation Tax ("SOT") due to the transfer of software necessary tc access the service. Additionally, we request
the Department rule that, even if the SOT did not apply, the [l and— H
services would be exempt as being for information having a fleeting or transitory character, access to data rather

than software, and/or granting access to proprietary information.

RELEVANT AUTHORITIES

The Chicago Personal Property Lease Transaction Tax is imposed upon (1) the lease or rental in the City of
Chicago of personal property, or (2) the privilege of using in Chicago personal property that is leased or rented
outside the city.! * “Lease’ or ‘rental’ means any transfer of the possession or use of personal property, but not
titte or ownership, to a user for consideration, whether or not designated as a lease, rental, license or by some
other term, and includes a ‘nonpossessory lease’."? “‘Use’ means the exercise of any right to or power over
personal property by a lessee incident to the lease or rental of that property. . . ."3

The term lease is broadly defined to include “nonpossessory leases”, including “nonpossessory computer
leases.” The definition of “nonpossessory computer lease” specifies that for purposes of taxation of such leases,
“use” of a computer is deemed to occur at the location of the access device used to access the remote computer.®
Therefore, “if the user's access device is located in the City of Chicago, the Lease Tax applies to all charges for
the use of the computer and its software including, but not limited to, the running or execution of computer
programs, or the access, input, retrieval, or modification of data or information which are accessed by the user
from such device."® It is through this Ordinance definition that Chicago asserts its jurisdiction to tax such
transactions involving “personal property” which physically resides outside its jurisdictional borders,

There are several exemptions to the lease transaction tax, including nonpossessory leases of a computer “in
which the customer's use or control of the provider's computer is de minimis and the related charge is
predominantly for information transferred to the customer rather than for the customer's use or control of the
computer, such as the nonpossessory lease of a computer to receive either current price quotations or other
information having a fleeting or transitory character.””

Guidance from prior cases and rulings

! Chicago Municipal Code § 3-32-030(A).

? Chicago Municipal Code § 3-32-020(1).

* Chicago Municipal Code § 3-32-020(R).

* Chicago Municipal Code § 3-32-020(1).

* City of Chicago Department of Revenue Personal Property Lease Transaction Tax Ruling #9 (effective June 1, 2004).
©Id.

7 Chicago Municipal Code §3-32-050(11),



Ruling Number 3

In a 2004 tax ruling, the city of Chicago noted that the “lease or rental of personal property includes lease time
on personal property not itself rented, such as usage time on a computer, data processing equipment, copying
machines, etc.”® As such, the Department opined that the rental or usage of time on computer software is subject
to tax.®

Ruling Number 5

“For time-sharing purposes (where the possession of the computer is not transferred), the user of the computer
shall be deemed using the computer at the location of the user's access terminal to the computer. Therefore, if
the user's terminal is within the City, the lease tax will apply to all charges for the use of the computer and its
software, which is accessed by the user at such terminal.”'?

The lease of computer software in the City is subject to the lease tax, but the sale of computer software is not. !
*Pursuant to Code Section 3-32-020(1), any transfer of personal property that is not a sale is a lease. Therefore
a transfer of software that meets the five-part test set forth in 86 lllinois Administrative Code Section 130.1935
is a lease, subject to the lease tax."12

Ruling Number 9

Personal Property Lease Transaction Tax Ruling 9 provides that the lease or rental of personal property
includes “time-sharing and time or other use of a computer with other users, whether or not denominated as
such.”? In these cases, the Ruling notes, “possession of the computer is neither transferred nor intended to be
transferred.”' Instead, “the owner of the computer permits use of the computer through a terminal or other
device (“access device") at the user's location for a fee."' “Where possession of the computer is not
transferred, use of a computer is deemed to occur at the location of the access device used to access the
computer. Therefore, if the user's access device is located in the City of Chicago, the lease tax applies to all
charges for the use of the computer and its software" 16

Unless charges for the use of the computer include charges for services performed by the owner's personnel at
the time of the transaction, the transaction is considered fo involve charges “solely for the use of personal
property and not for the sale of a service.”"”

Ruling Number 12

Personal Property Lease Transaction Tax Ruling Number 12, effective July 1, 2015, states that “passive access
to information is an exempt use of the provider's computer.'® In the case of a stock market “ticker-tape,” where
the customer simply receives the one-way dissemination of a scrolling list of current stock prices for a set group
of businesses.”"® In that case, the customer’s use of the provider's computer is de minimis, as there is no search
function and the charge is predominantly for information transferred to the customer (in the form of one-way

"streaming").2°

8 City of Chicago Department of Revenue Personal Property Lease Transaction Tax Ruling #3, Section 2 (effective June [, 2004},
*Id.

10 City of Chicago Department of Revenue Personal Property Lease Transaction Tax Ruling #5, Section 2 (effective Sept. 1, 2013).
1! City of Chicago Depariment of Revenue Personal Property Lease Transaction Tax Ruling #5, Section 5 (effective Sept. 1, 2013).
12 Id

B City of Chicago Department of Revenue Personal Property Lease Transaction Tax Ruling #9 {effective June 1, 2004).

4 1d

15 1d.

t6 ‘]d'_

7 fd. at (3)(B)

I8 City of Chicago Department of Revenue Personal Property Lease Transaction Tax Ruling #12 (effective July 1, 2015).

19 ‘;d

W1



Access to materials that are primarily proprietary is also an exempt use of the provider's computer.?' The
customer may pay a subscription fee for the ability to download or otherwise access the desired information or
data, and the subscription fee may allow the customer to use a search function to locate the information or data
that the customer wishes to download or otherwise access, but the value of the search function is subordinate to
the value of the information or data that the customer wishes to download or otherwise access (i.e., the charge
is predominantly for the information or data).?? This typically applies in the case of a web site or "app” that allows
a subscriber to download or otherwise access materials that are primarily proprietary, such as copyrighted
newspapers, newsletters, or magazines, that the subscriber would have to purchase at a “bricks and mortar”
store.

As a general rule “a subscription to an interactive web site will be subject to the lease tax, and will not be exempt,
even if most or all of the information available on the web site is fleeting or transitory.?®* This would include, for
example, a web site that provides financial research, information and analytical tools.”24

The effects of Ruling Number 12 are limited to periods on and after January 1, 2016.25 Prior to Ruling Number
12, the Department had generally interpreted the reference to “fleeting and transitory” information as exempting
certain products that provide financial market data.?® Ruling Number 12 clarified that such uses are exempt only
if the receipt (and any usage) is simply the passive receipt of information.?7

Additional Published Guidance
Chicago Department of Revenue Information Bulletin: Nonpossessory Computer Leases

There is an exemption for usage that is de minimis where the charge is predominantly for information rather than
usage (Exemption 11).28 “De minimis” usage means that the information is delivered passively, with a minimum
of search or other functionality, except in certain circumstances where the information is predominantly (i.e.,
primarily) proprietary.2?

Determining whether a charge is predominately for information, or whether the information is predominantly
proprietary, is necessarily a fact and circumstances test, and it requires an assessment of the relative value of
the information versus the search or other functionality.3® In most cases, information that is in the public domain
will not have sulfficient independent value to meet this test.®!

Examples of proprietary information include copyrighted newspapers, newsletters, or magazines that the
subscriber would have to purchase if the materials were acquired or accessed through other means, such as a
purchase at a "bricks and mortar” store. ** The fact that the sign and features of a web site may be proprietary
does not mean that the information on the web site is proprietary. 3 Likewise, the fact that the procedures and
systems used to create and maintain the database may be proprietary does not mean that the information on the
web site is proprietary. 3 Also, the fact that some information on the web site may be proprietary (such as notes
or commentary), does not mean that the charge paid by the customer is primarily for proprietary information. 25

i
2id.
B,
Mg
5 id
26 November 2015 Information Bulletin: Nonpossessory Computer Leases.
27

28 j:j
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&1} ld
.
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3 Id.
1
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State Guidance

Statutes

The Service Occupation Tax ("SOT") is imposed upon “all persons engaged in the business of making sales of
service (referred to as "servicemen”) on all tangible personal property transferred as an incident of a sale of
service, including computer software..."”3¢

“Transfer” means “any transfer of the title to property or the ownership of property whether or not the transferor
retains title or security for the payment of amounts due him from the transferee.®”

Additional Guidance

In a recent General Information Letter, the lllinois Department of Revenue stated that a provider of software as a
service is acting as a serviceman.®® If the provider does not transfer any tangible personal property to the
customer, then the transaction generally would not be subject to the Retailers’ Occupation Tax, Use Tax, Service
Occupation Tax, or Service Use Tax.* If the provider transfers to the customer an AP, applet, desktop agent,
or a remote access agent to enable the customer to access the provider's network and services, it appears the
customer is receiving computer software that is subject to tax.4? Although there may not be a separate charge
to the customer for the computer software, it is nonetheless subject to tax, unless the transfer qualifies as a non-
taxable license of computer software.*! If the provider, as a serviceman, is not otherwise required to be registered
under Section 2a of the Retailers’ Occupation Tax Act ("ROT") and qualifies as a de minimis serviceman, the
provider could elect to pay Use Tax on its costs of the computer software. 42

DISCUSSION AND ANALYSIS

Minois Service Occupation Tax

As noted above, in a recent General Information Letter the lllinois Department of Revenue found that if the
provider of software as a service (i.e., the serviceman) transfers to the customer an API, applet, desktop agent,
or a remote access agent to enable the customer to access the provider's network and services, the customer is
receiving computer software subject to tax. Although there may not be a separate charge for the software, it is
subject to SOT unless it qualifies as a non-taxable license of computer software.

Pursuant to Personal Property Lease Transaction Tax Ruling #5, the lease of computer software in the City is
subject to the lease tax, but the sale of computer software is not. As such, a transfer of software that meets the
five-part test set forth in 86 lllinois Administrative Code Section 130.1935 is a lease, subject to the lease tax. In
reaching this conclusion, the Ruling cites both the City Code's definition of a lease (“any transfer of the possession
or use of personal property, but not title or ownership) and the State’s definition of a “sale at retail” (*any transfer
of the ownership of or title to tangible personal property to a purchaser, for the purpose of use or consumption”).

While the lease tax’s relation to the SOT is not directly addressed either in statute or ruling, it is analogous to the
ROT. The SOT is imposed “upen all persons engaged in the business of making sales of service (referred to as
“servicemen”) on all tangible personal property transferred as an incident of a sale of service, including computer
software...” “Transfer” means any “transfer of the title to property or the ownership of property...” For SOT to
apply, there must be a transfer of title or ownership. As Code Section 332-020(1) defines a lease as “any transfer
of the possession or use of personal property, but not title or ownership,” if the SOT applies on a transfer of
software, the lease tax cannot.

In order to access [Jjjjj services, users must first download and install Jjjj's application interface. Using this
software, users can customize their experience in - on the front-end to provide the information most relevant

3635 JLCS § 115/3.

T351LCS §115/2.

¥ linois General Information Letter 16-033 (8/17/2016)
M 1d.

40 !d
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2 1d,
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notarized hedow. (The rept ust dete Part 1L, Only represeatatives listed thore are recoguized to practice before the Chicago -

Department of Rrvenue)

The persou(s) sigulng 3 or for the taxpayer(s): (Cheek and complets ons.)
| | isfare knows to and signed In the p of the two disin d witacsses whose signaturss appear here:

Y ettt v et e b

(Biguatars af Witess) {(Date)
- .............__M’..._..
{ ] appeared this day before a notary public und acknowiodged this power of attorney as a voluntary act or deed.
Witness: e esire ....7 R [/ - Werogoi '
{1 requsired by Stute Law)

PART H. - Declaration of Representative
1 declare that { s not carrently under suspension or dlsbarment from practice before aay court or tribunel, and that

I am oxte of the followlog:

I & member in good stxnding ef the bar of the highest court of the jurisdiction indicated below;

Iubel;aﬂch.oﬂhernnbe taxpayer organization;

3 a full-time employee of the taxpayer;

4 n member of the taxpayer’s mmedinte family (spouse,’parent, child, bruther, or gister);
S Director’s apecial authorization

6 Certified Pablic Acconntants.
and that I am authorized to represeat the taxpayer identified in Part 1 for the tax matters there specified.

Designation Jurisdiction
(msest wppeoprislt number {Seate, etc.) Signature Date

Please see attached] Please see attached




Audit Case No. 2918

Supplement to Power of Attorney

| City/State/zIP | Telephone |

Designation | Jurisdiction Signature Date
1 6 IL, MN ?I [l [ Lol
2 1 IL (f// /(,/%
; 8 /er/br2
4 1 MO, DC 8/l'b/c9015~






